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Combining systems could create glitches for consumers

NIW YORK — Echobtar CEQ Charlie Frgen s.lrrs_llis
wupeed deal o conboe with Direc 1V shoukd sim-
ity 1w satellite TV husiness for consumers. Bt the
retion of 4 monopuly could comptivate lle i the
Tt ruon dor many, particularly the nearty 37 millon
vhio substrile 10 e of the 1w services, Prees huw
fwngs il shake our.

Q Will | have to replace my DirecTV or EchoStar
tecoder box or dish? )

A Many current subscribers — probably today’s Di-
ccTV customers — will need [0 make a change at
onuve puine. The companies use different techoolugies
o iransmit signals, and they want to create 4 single
tipnwide sareflite systemn, That also means some
ustomers will peed new sateliite dishes, or will have
9 repositkun Cusrent ones. But the companivs haven
lecided yet when the transition will take place and
ey o it could last. '

(¢ How will the change work, and who will pay?
. The companies hope that once the merger is
oniplete. many people vAll opt 1o buy new cquip-
e — probably compatible with EchaStars current

systein — (0 get The [atest wivices, indluding iner-
live TV, Executives say they'l give consiimers Hi-
ceubie s t upgrade, SOl s iclear wha iappens
those whn dont chume then service, particukirly
D dies Bowgeht "t lirees Such s those with
diginal porsend video ek, Dircdi V Chasman
Eckly Har Lenstein saps, "Il e o cost and oo m-
COMVEINE e O CONSLac s, § ey says $2 bilion ovet
A years is budgeted for the thaitin.

@ Will new subscribers sce any changes?

A; Even before the deal Joses, EchoStar and -
recTV will try to Fush (o the market with baxes that
are caphble of receiving huth seviees. Tharll prob-
ahly take at Jeast € month., New customers will be
encoviazed 1o buy those us Uil uhen, it nugl be
1ishy to by a box that oniby receras Dired IV,

Q@ What will happen tu monihly rates?

A Braen vows he'll keep rate increases fow so he'll
he a puore 2feciive conprelito 1 Cable. He also say's
that he's prepared to nffer 8 narwnal subscription 1 ate.
That would ensure thak rural Lasteaniers in areas with-
out s ahke dont pay more Ut subscibers me highly

competitive markeis. Sll, some andlyais sy Ergen
will v BN B vl s (0 Ddise Prices to covey Sl
cield and financing coligatiens he'll e,

Q: Will program sfferiogs duuf,(-'! For examphe,
will | still be able W get sports subscription pack-
ages, such as the NFL Sunday Ticket, gaimes Di-
veciV offers but FchnStar doesn’t?

A: Here, o0, theres a kot that has w be vasid out,
Bt DirecTV has deaks in place for its most poputs of -
ferings. The NFL deal runs theough 2002, NBA haske:
halt and NHL hock: v inzough the 2001-2002 wervn,
and Major Leagroe Gaecball Hirough 2009,

& Will 1 still be hle to buy my satellive seevice
M consumer elecironics stores?
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A Pousibly The o ection is whether Jiains soch s

Best Buy, Ciecuit City Kadio Shack or Bluckbuster wili
five much incentive to promote FehoStars suivke,
which will use the HireTV brand Retalers ninv et
nefty cormsnisions ¥ DirecTV to offer that service
exciusively. Bul thai wen't be an issue wihen theres no
comnpetitson. And Fi v <ays be can save alo alcash
Ly slashing those peyinond.

EchoStar-DirecTV merger faces antitrust, consumer issues

Deal would create
satellite monopoly

By David Liebermnan
USA TODAY

NEW YORK — General Motors' agrec-
ment late Sunday 10 merge DirecTV with
EchoStar provides a long-gwaited answer
1o one question about the future of the
No. 1 satellite service.

But it raises several mose as conusuners
and policymaiens issess how the compa -
nies’ effort to create 2 nationat satellie
mnopoly with nearly 17 million sub-
scribers will affect the marketplaces for
television, the Internet and other services.
sSome say it will choke competition and
mnovation and result in higher prives.
Others insist 1hat just the opposite wall
happen as the new satellite giant amasses
enngh chnut tochalienge cable.

Antitrust regulators and lawmakers,
particutarly those from jural states, will
certamly examing [hose bsues and otliers
in what vonkl be the sl iypstmt
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media merger snce America Onkne conm-
bined with Time WWarner in aouary:

EchoStar CEO Charhe £1gen’s opponents
say they doiL see how he can escape the
form:dabie clebr he'll have, in addition, he'll
have 2 massive job conwting Direct
customers to EChoStar's service.

The two use imompatible fechnoies
to tanemit video 105 uncleyr whether
Echiaatar or DirecTV customiess will shoul-
dec mest ol the costs for new decoder
baxes ¢ to seposition satellite dishes

“How can & onipany with $11 billion in
dett ant as moch 25 87 Lithon oore in
ransiiien costs elfegctively conpeere
against Cabhe7” says Satelfite Rusiness Newx'
Bob Scherman. “And theres not a single
example in the sty of telecommunic ) -
tiotn where duapohes e rices. i
wouli be a disaster e consinners.”

Asthe oaly prawides of sutellite services,
Ermen woudd Buwe ihe lovenge m dicare
what technologes will aprew mdevader
Ironxees, s weel s e st

“H T the only ome kg them, then
the price he sebs e e _wm'ﬂ pay.”
saiys The Canmet Groop’s iy s hacller,

Freeod ¢ lonat st he o keenly feh
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amung makers of set-top boxes that con-
tain digital personal-video recorders,
which enable viewers to record TV shows
and pause live programs. Savellite broad-
casters say they can ofiet this service more
cheapty than cable, hecause satellite frans-
mits sl signals
while cab'c needs
an analog-to-digitl
converter,

It Ergen misused
his 1nonupuly pow-
er, it would :omb-
ably he feit first in
rural arcas, often

too thinly popuiat-

ed or 100 nor to

. support cahle.
Ergen: FchoStas 1n Move than 0% of
ravl calile TV, TV homes i Mon-

tana,  Venmont,
Wyonmig, Mississipps and Nortt. Dakota
e sarelite services.

The switddr 10 satcifite services i raral
Amerwa cowld acceleeate. AS cabde pene-
tratecn Llls, it becomes kess econmmicd
for sl opErMors i Lgeere Ly Sys-
Leanps tre peeviche il nal Chaanchy i)

(res
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services, including high-speed Internet
connections and videg-o:.-demand.

Systems Serving miwse than 8 million
mostly rural subscribers could fold in the
next 8 years, eccording 1o 2 report from
Credit Suisse First luston.

Ergen has said that he'; prepared to sign
2 consent decree that would provent lum
from charging swal customers more than
L ban custonies <, He alsn would continue
tn provide pregammng o a wholesale
basis to MegasS which delivers DireclV
SETVICes 1IN0y in ey al ivas.,

But consmnin Mvucatss dlso wanr the
fedecal gowrnmes 1 provide broadcast
ficenses to 2 ey conap ey, Northpoint, 10
coinpete with cabl: and =atelfite. It would
eransmit fertestrial ovee-tiat-air Signals on
the sane fregquesons <atctites e,

“lstead of bosyp 3 ccampetior, youd
just replace A7 siys Coovamnens Lidons

wene Kimtelnan, The Sederal Comnume-
cavions Comussion is rrying to decide
whether Nothipoiet signgis inlerfere with
sHClite ermais e,

Others are e nphicdd ol Ergens
doesine sl alnbt ¥ o comgree with cable,
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cal channcls nd inore services.” says 5G
Cowen Securities’ Rob Kaimowilz. one of
Ergen’s more vocal supporters, "My expe-
nencdz is :(I’m his goal is 1o beat cable. and
you don't do that by raisi ces.”

Many add that thi'asilsmap'.'c tioe
combine the . i their trans-
E)nders. Thev will be under pressuie in

nuarly. when federal regulations will bar
them [rom offering only the most popular
local channels in communities they serve.
DirecTV and EchaStar have said that will
keep them from iding any local ser-
vices in some markets,

Frgen says hedd have the firecdom 10
lower prices hecause he can squieceze as
much as $56 bilkon by diminating dupli-
cation and launching rew services. And
while analysts ditfer ovlrr the size of 1le
savings, nany agree with the point.

“There'd pu%.\bly be mproverment in
subseriber econonucs by 30T 1o 40" says
Morgan Stanlcy Dean Wittery Vilay Lyani .
“The combined entity heomnes 2 more
formidable conpetiton to cable and a het-
e value penposibion 10 conaemens ”

= Merger agrecment, th
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‘Murdoch felt - |
-success within
“his grasp as
‘late as Friday

+ By David Licherman
© USA TODAY

. pert Murdoch was growing confid
- warlier rlus month.
i dious negotiations, he wa¢ about (o

NEVW YORK — News Corp. CEO Ru-
ent
ter 144 years of ce-

strike 3 deal with General Motors to

, buy a cantrolling interest in its Hughes

Elecrromics subsidiary, with its jewel,
DurecTV. the USAS No. | osatellite ser-

:vice,

Many thought it would be the cap-
storie [0 NS extraordinary career.

Lase Friday. on the eve of 3 detisive
Cibaard meeting, Murdoch was su
i viclory over s sival, EchoSaar
U Cliarhe Ergen, thal e rented a hall
1w Riannattan hotel. [He eovisioned o
Sluniday Press conference to anotnre
it s satetlline armada would span the
2hibe. His media clout would rival that
af AQL Time Warner And it would be
st vindivation. His four previeds ar-
tempts W become a LS, sateliite power
- includhng a 1997 deal with Ergen —
had ended in failure.

tor goud measure, he gave GM an ul-
trnarumn: Decide on his offer by Sar-

_arday. or he'd walk away.

“the way 1t had

Whar Murdoch didn't realize was
that the winds had shirted.

CM was no longer stiff-arining Ergen
efure earlty August,
when he startled the industry by mak-

. ing his offer for Hughes public. A few

weeks later, GM executives began
warming to Ergen’s plan to meige Di-
recTV and EchoStar into a national sat-

; clite monopoly.

QOne concern, that federal antitrust

- regulators would never approve such a
i plan, was soothed by lawyer David

Boies. who advised the Justice Depari:

I'mem when ut prosecuted Microsolt,

aud Al Gore when he battled w win

*loridas electoral voles m last years

utesidential election. Bomes gave 2
lereetul presentaion ) GM executives
1 Lhie New Yourk offices of ther ar-
ey s, Wil Gouslal ad Manges.

Seanwlile, UM executives grew
ancertiga about Murdoehs offer as
MOCk prices phanuneted for soine of the
daaets he wanled to merge with
Hughes. That exacerbared the fear that
Murduchs contributiun, including pii-
vatety held assets such as Star TV, were
o0 hard (v evaluate,

some also feared that, it they thiew

- their Jot in with Murdoch, they'd e
- shortchanged if he cut deais to help out

his backers. Liberry Medias John Malo-
oeand Microsofts Bill Gares

then, kev shareliolders blessed a
de 3l wied EChoSta,

“We're really thrilled.” says biroad-
vaster Stanley E. Hubbard, a former sat-

" eliive power who owns about 43 million

Fluabies shares, “EFreen is a bDeliever
sarcflites. Our conbidence it Hughes
ianagement was well-placed.”

sull: CM execuioves had todeterming

*how serious Ergen was. Ona key mect-
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How the deal is structured

EchoStar

» EcnoStar sharcholdess o recerve
about 137 shares of merged
company for each FrhoStar share.

P Equivabent (0 0.7 5 ELlostar shiaes
per Huglies sivue. 3 premium of

appraxtiatey fOT,
iTilays closing price.

<

Who would own new company

GM Class H sharehalders

S DR RIS Rl 53%

Echaster public shareholders

ST x

Charhe Ergent
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CM sharchulders

Pise. X
et

s
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Hughes

» nmediately belore
merger, Hughes

CM

» Prior w e, suonuker
may esdange up ta 100

redgeems up Lo $4.2 maillion shuares of Class B
billion of CAYS interest stack for Git ety
in Hughes for cash. SeCuriines
ed i » Fully comnnutied Findinitl,
1oty §% 9 huiluan
3
What EchoStar would get
100% of DirecTV 100% of Hughes Network

o
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; Top cable & satellite TV providers

¥ 5£5.6 billion m 1evenue
» 8.7 milon subseribers
L. DR HOme servive

"M owe? 75% of DirecTV Latin
» 30.7 billion it revere

® 16 milhon subscribet-
P Direct 1o Bane werving

Services
» S L bilen o revenur
*aledne bruadhukbrvees

R1% of PanAni5at

* 508 ilion o everne

» el crathea 573 3 ballu
titarket capi

2 atethtes
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Winner: tchastar CEC Charbe cigen
tatks abourt 1us DirecTV deal.

ing was set ro take place in New York on
Sept. 11.the day ol the terrorist attacks
on the World Trade Center. EchoStar ex-
ecutives couldn’t fy in. yet GM officials
still wanted Lo meet via phone that day
‘The parties tinally agreed (o posipone
it 10 the foilowing Sunddy at Dire¢| Vs
offices neas Los Angeles. Ergen passed a
crucial 1est that weekend when he re-
jewred a cunditioe that OM waied 19
ose. Exceulives respecied the
Lhat he wouldn't overpronise.
FchoStair had momentum  And the

27 F Sou T
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odds of a deal with CM grew the fol-
fowing week. With stocks seemingly in
a free fab, wwhuding Hughes shares.
Murduch Cut his offer by about §1 hil-
lim. By date Seplembey, Hughes exec-
ulives were privatety weling sharehold-
ers that the deal was Frgen's tolose.

Tivat was a seal possibility. Ergen
hachiy't kecked up the $5.5 billion in cash
he needecl, mostly to buy out GM's
stake i Hughes.

Siill. GM mtensitied its tatks with
EchoSiar. “We were told they were un-
der a shorr amee fuse.” says EchoStar
venerat cuunsel David Moskowitz. “We
were negntiabing hterally 24 hours &
day. People vwoulkl go home, take 4
shuwer. get 3 bite e eat and then re-
turn”

All that work appeared (o have been
in vain by last Friday. After Sept. 11, in-
vestment banker UBS Warburg insisted
on tacking onto its $2.7 billion, 2-year
lidge loan an extensive "matenal ag-
vgrse change™ provision, That would
give il a Int of leeway to scrap the offer.
Al the banks terms were unaccepl-
able 1y GM, That night = hours belore
the GM boaved was scheduled to meet
aedl with Murduch rhigarening to wailk
aveay - UBS backed vt

[Ny N L L

Fallowing an afterngun conversatioa
with GM3 CFO john Devine, Murdos.,
hetieved that vicury was just hou, -
dway EhoSLar eaccutives i Lenv
thatic 1hat they nad fost.

trdved, Devines tase or M, -
sewed (0 e winning as e Satordan
board meeding got unclerway

But the dynamics changed aiowng !
p.m. when an unusual fax arnved fro
Denver. Ergen aereed 10 pledec
$2.75 billion worth of Ecnodar stuc!:
that he owns as collateral for GM .
[ront the cash ~ at leas; until they
e up one’ of mere banks 1o make
mnre Coiventional ioan.

Whiie the o imtially didn’t wa.
to avcept, directors were impress..
witit Ereens imuxie, Atter a biiet tece:
GM executives proposed around G p.a
that they adjouin for 48 hours w g
sider the proposal.

The message was clear. They had
fused 10 meet Murdoch's ultimats
angd were looking lor @ way fo wu
with Ergen. Fram, his New York apa -
mel, Murducin prepaced 3 stanem. :
saying that hw was withdrwvmy
proposl,

Hes satelite drean was ove -
sty Bgen’s ad st hegw

O BT s, 7§03



